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The state-run oil company PEMEX has announced plans to invest about US$1.63 billion to expand
the capacity of its Gen. Lazaro Cardenas refinery in Minatitlan in Veracruz state. The project is part
of President Vicente Fox's economic- stimulus plan, which relies on increased expenditures on large
public-works projects (see SourceMex, 2003-05-07).
The Minatitlan project, expected to cost about US$1.65 billion, would increase the capacity of the
refinery to process crude oil to about 350,000 barrels per day. This is almost double its current
capacity of 200,000 bpd. PEMEX officials said the project, scheduled for completion by December
2007, would nearly triple gasoline production at the refinery to 150,000 bpd and more than double
diesel output to 75,000 bpd.
The increase in processing capacity is part of the Fox administration's efforts to reduce reliance
on fuel imports. Mexico's low refining capacity has forced the country to import as much as 18%
of the gasoline and other fuel products consumed in the country (see SourceMex, 2002-07-31).
"[This project] is part of PEMEX's growth strategy," said Raul Munoz Leos, director of the company.
PEMEX officials said the reconfiguration of the refinery would be divided into six separate projects,
each costing between US$200 million and US$350 million.
Energy Secretary Ernesto Martens Rebolledo said PEMEX would grant construction concessions
to a different consortium for each of the projects, which should give Mexican companies ample
opportunities to participate in the process. As has been the case for these types of projects, many
Mexican bidders will probably form partnerships with foreign companies.
The Mexico City daily newspaper Milenio Diario reported that the Japanese companies Mitsubishi,
Mitsui, and Marubeni have already started making inquiries about associating with Mexican firms
to bid on the six projects. The government expects to begin accepting bids by the end of May,
PEMEX officials said.
The reconfiguration of the Minatitlan facility was unveiled within days of PEMEX's announcement
that US$100 million would be spent to modernize six petrochemical facilities along the Gulf
of Mexico, including La Cangrejera and Morelos, both in Veracruz state. PEMEX officials said
the modernized refineries would help Mexico increase domestic production of ethylene and its
derivatives.

Electric utility also launches large project
The large-scale projects are not limited to PEMEX. In May, Mexico's largest electrical power
utility, the Comision Federal de Electricidad (CFE), expects to grant a concession to a major energy
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company to construct a liquefied natural gas (LNG) terminal and regasification plant at in Altamira,
Tamaulipas state. CFE officials said the project, estimated to cost about US$500 million, would fuel
a complex of power plants in Tamaulipas state. "This area is seeing a lot of economic growth, and
we need more electricity," said Arnoldo Garcia Gonzalez, who oversees the CFE's operations in
Altamira. "To generate electricity, we need natural gas."
The Altamira project is probably the first of many LNG plants that will be constructed in Mexico
in coming years. Another likely location is Baja California, where plants are under construction to
supply electricity needs in Mexico and the US. Some of these power plants have been controversial
because of concerns that the emissions they produce would increase air pollution along the
California-Baja California border (see SourceMex, 2003-05-07).
The move to construct LNG plants provides an alternative to natural gas, whose imports have grown
steadily in recent years. Mexico has ample supplies of natural gas, but extraction could cost as much
US$6 billion. "If you start a new program to drill natural gas, how much is it going to cost you? Ten
billion dollars?" analyst Alejandro Gonzalez of Cambridge Energy Research Associates told The
Dallas Morning News. "If you build an LNG terminal, it will cost you half a billion dollars. And
you'll get the gas as soon as the terminal is finished." (Sources: Dow-Jones new service, 05/12/03;
Milenio Diario, 05/12/03, 05/13/03; La Jornada, El Sol de Mexico, The Dallas Morning News, 05/13/03;
El Financiero, La Cronica de Hoy, 05/13/03, 05/16/03; El Universal, 05/16/03)
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